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ONOMIC INDICATORS 


Sources: Central Statistical Office, 
Ministry of Finance, Bank of Finland, 
Board of Customs and Economic Research 


Institute of Commerce and Industry 
(ETLA). 


Exchange rates: US$1.00 FIM 4.117, 

average selling rate for 1978. US$ 1.00 
FIM 3.896, average selling rate for 1979. 
FIM 3.7, estimated average rate for 1980. 
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INCOME, PRODUCTION, EMPLOYMENT 


GDP*at Current Market Prices 
GDP*at Constant 1975 Prices 
Per Capita GDP* (current 
prices), $ 
Industrial Investment 
(current prices) 
Personal Income (Disposable 
Income of Private Households) 
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33,985 
25,466 


41,406 
28,854 


51,665 
32,210 
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8,690 10,820 


1,722 2,330 2Vso 3,360 


20,020 24,149 29,240 
Indices: 
Industrial Production 
(1975 100) 
Avg. Industrial Wage (hourly 
for male) 
Labor Force (000's) 
Avg. Unemployment rate (%) 


MONEY AND PRICES 


Money Supply, M2 
Interest Rates (Bank of 
Finland) 


14,739 
7.58 


Indices: 
Wholesale Price (1949 
Consumer Price (1977 
Retail Sales (1972 
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BALANCE OF PAYMENTS AND TRADE 


Gold and For. Exch. Reserves 
(Bank of Finland) 
External Public Debt 
Annual Debt Service Ratio 
Balance of Payments 5) 
Balance of Trade 
Exports, f.o.b. 
U.S. Share ($%) 
Imports, c.i.f. 


U.S. Share (%) 


4 
2,094 ) 


2,860 
12.5 
-1,845 
-1,939 
14,555 
3.2 
16,494 


5.6 


1,204 

2,301 
11.8 
-130 
-203 

11,147 

4.3 

23 5351 


5.0 


1) Percentage changes are based on FIM values. 2) Discount rate of the 
Bank of Finland. 3) Period from December to December. 4) The increase 
is due primarily to the raising of the bookkeeping value of the Bank of 
Finland's gold reserves and inclusion of foreign bonds in its total 
foreign exchange holdings. 5) Basic balance. 


* Gross Domestic Product 





Main Imports from U.S. in January-September 1980 (in millions): 
Office machinery (mainly ADP L/ equipment), parts & accessories 
$73.8; various chemicals $61.5; cereals and cereal preparations, 
mainly wheat $49.3; electric machinery & equipment $38.5; general 
industrial machinery $36.4; machinery for special industries 
(civil engineering, textile, leather, printing, bookbinding, food- 
stuffs, etc.) $36.2; plastic materials $33.4; motor vehicles, 
chassis, parts & supplies $30.3; aircraft & parts (incl. one DC-9 
aircraft) $27.7 million; precision instruments $25.9; oilseeds 
$22.5; fruit & vegetables $17.9; tobacco, unmanufactured $16.8; 
photographic & cinematographic apparatus & supplies $16.3; 
nonferrous metals $14.1; textile yarn, fabrics, etc. $12.7. 
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SUMMARY 


The brisk economic upswing, begun in late 1978, carried through 
1980, making Finland the stellar performer among the OECD countries 
for the second year in a row. However, this export-led growth 
shows some signs of weakening and the Ministry of Finance envisions 
a decline in the rate of growth during the second half of 1981. 
Whether this will be a slight adjustment or a more general re- 
trenchment of the economy depends essentially on international 
economic developments. 


Finland's current economic situation differs favorably from the 
overall international pattern in two respects. Spurred by strong 
investment and export activity, the country's GDP is expected to 
increase by about 6 percent in 1980, only 1 percent below the 1979 
rate. Secondly, improvement in employment, which began in the fall 
of 1979, has continued throughout 1980, and the unemployment rate 
of 4.5 percent for the year is expected to remain about the same 

in 1981. 


Finland's economy, however, is not totally immune from the problems 
plaguing other countries. The rate of inflation, spurred mainly by 
higher energy prices, has increased steadily during the year, with 

a growth of about 14 percent in the consumer price index (CPI) being 
projected for December 1980 over December 1979. Another cause for 
concern is the deepening trade deficit, due primarily to the 

rapidly growing bill for imported oil, that is expected to reach 
almost $2 billion for 1980. 


The Government expects that there will be a sufficient level of 
consumption in 1981, sparked by investment and exports to the East, 
to sustain relatively full employment without requiring any new 
stimulative government measures. However, the pace of inflation 
and the deepening current account deficit are cause for concern 
that may require policy changes. The Bank of Finland has already 
tightened the money market in an effort to keep domestic prices in 
check. 





Continued growth in the Finnish economy is expected to sustain 

a high level of demand for U.S. products well into 1981. Planned 
investments in the forest products industry plus excellent foreign 
demand for Finnish pulp and paper machinery will give O.E.M. 


suppliers in the United States continued and growing marketing 
opportunities. Demand for process control instrumentation and pro- 
duction automation equipment is expected to be brisk. Sales pro- 
spects continue strong for business machines, particularly wood 
processing systems and equipment, electronic components and sub- 
assemblies, and chemical products. In the consumer goods field, demand 
for leisure and sports-oriented clothing and shoes continues to be 
strong. Deliveries of U.S. aircraft in 1981 will be substantial 

and will contribute significantly to the positive U.S. trade balance 
with Finland expected again in 1981. 


2/ Original equipment manufacturers 


PRODUCTION -- ANOTHER GOOD YEAR 


The brisk economic upswing, which began in late 1978 and produced 
a 7 percent GDP increase in 1979, carried through 1980. The 
Ministry of Finance estimates that Finland's GDP will show a gain 
of approximately 6 percent in real terms, making Finland the star 
performer of the OECD countries for the second year in a row. 


Although industrial production slowed down in the second half of 

the year, it is projected to have increased by 7 percent in 1980. 

A cause for some concern has been the uneven performance in the 
important forest products industry, with wood and fine paper pro- 
duction showing good gains, and pulp, plywood, newsprint and 
cardboard showing little or no gain. The Ministry of Finance has 
estimated a lower rate of increase in the volume of forest industry's 
output in 1980. Nevertheless, the wood processing industry 

continued to operate at a high rate of capacity utilization, 93 
percent in 1980. 


The Finnish metal industry, another major manufacturing sector, is 
still riding the crest of the upswing, with growth estimated at 9 
to 10 percent for 1980 and a rate of capacity utilization of over 
90 percent. This success is based largely on significant orders 
for machinery, including nearly 20 papermaking machines. The order 
books for shipyards are also booked for the next 2 years. The 
only problem areas are lack of skilled workers in some areas and 
the reduced demand for steel exports. However, on the whole it 
appears certain that domestic investments and increasing exports, 
particularly to the Soviet Union, will sustain a high rate of 
activity in this industry throughout 1981. 


Output in other manufacturing industries has also been at high 
levels due to brisk demand. Production increases in clothing, 
textiles, and chemicals have averaged about 8 percent this year. 
However, in line with general declining demand in Western Eruope, 
chemicals face an uncertain future in 1981. The output of build- 
ing materials was also sustained by strong construction activity 


during the year. 





CONSUMPTION -- NO SLACK 


Aggregate consumption in Finland does not show any significant 
sign of weakening; the growth in 1980 is estimated at about 4 
percent, compared with 5 percent in 1979. Demand for consumer 
durables and investment goods has been particularly high, and 
sales volume for retail and wholesale trade surpassed the 1979 
level by about 4 and 7 percent, respectively. 


INVESTMENT -- STRONG GROWTH 


The revival of investment, begun in the second half of 1979, 
continued throughout 1980. Particularly strong has been the 35 
percent growth in industrial investment, prompted by the high 
rate of capacity utilization and made possible by improved pro- 
fitability. : 


The value of the forest products industry's investment in 1980 
totalled about $800 million to $1.1 billion, which is expected 

to increase to. between $1.1 and $1.3 billion in 1981. So far, 
Finnish wood-processing investment decisions call for the deliveries 
of eight new papermaking machines for 1980 to 1983. Furthermore, 
the industry is contemplating an order of six additional papermaking 
machines. Upon completion, these investments will increase the 
production capacity for high-quality printing paper by a total of 
500,000 tons (+ 170 percent) and that for coated printing papers 

by about 300,000 tons (+ 55 percent) over the 1979 levels. Con- 
currently, newsprint output will rise by about 480,000 tons (+ 36 
percent). On the whole, the capacity of Finnish paper production 
should increase by about 1.8 million tons. These large investments 
reflect efforts to prepare for the elimination of duties between 
Finland and the EEC on 1 January 1985. Finnish industry also 
believes that it must be prepared for the projected economic upswing 
in Western Europe in 1984. Nevertheless, there are warnings 

against the danger of developing excessive capacity. 


The Finnish metal industry is also investing heavily in response 
to healthy export growth and full capacity utilization. Increased 
automation will be needed to compensate for the shortage of 
skilled workers in this field. The metal industry's investments 
in 1980 are estimated at $700 million and are expected to rise to 
about $1 billion in 1981. 


New building permits were granted during the first half of 1980 

for about 27.2 million cubic meters, setting a new record. Build- 
ing permits granted for commercial buildings rose by about 43 
percent and those for residential houses by 7 percent, while permits 
for industrial construction decreased by approximately 21 percent. 
The number of new apartments completed in 1980 is estimated at 

about 53,000, almost 4,000 more than last year. It is probable 

that the number of new apartments completed in 1981 will slightly 
exceed 50,000. 





In an effort to reorient construction toward income-generating 
production facilities, the Government imposed a 40-percent in- 
vestment tax on the building of offices, banks, churches, museums, 
opera houses, theaters, and sports halls in southern Finland and 
certain of the largest cities, during the period October 3, 1980 
to October 31, 1981. The tax covers 12 percent of the country's 
entire construction. 


FOREIGN TRADE -- EXPORTS HIGH 


Exports continued at a brisk rate in 1980, boosting the entire 
economy. However, demand in Western markets for some products has 
started to weaken. Deliveries to the East are on the increase 

due primarily to additional shipments to the Soviet Union to pay 
for Finland's higher oil bill. The value of Finnish exports in 
January-September 1980 surpassed the corresponding 1979 level by 
23.6 percent. In volume terms, Finnish commodity exports in 1980 
are expected to rise by about 10 percent. Since export prices are 
anticipated to show an average gain of over 12 percent, the full- 
year value of total Finnish deliveries will probably surpass the 
1979 figure by about 24 percent. 


Finnish forest product exports during the first 9 months of 1980 
were about 27 percent higher than a year ago, equaling approximately 
46 percent of total exports. However, it seems that the industry 
has passed the peak of the present export cycle. Exports of pulp 
showed the strongest gain, about 34 percent in value, while those 
of paper and paperboard rose by over 20 percent. Finnish paper 
shipments to the Soviet Union have been particularly high this 
year and that country has moved ahead of the United Kingdom to 
become the biggest customer for Finnish paper products. Finnish 
forest products exports for 1980 are projected to show a gain of 
about 5 percent in volume and over 20 percent in value. Slack 
construction activity in Western Europe combined with intensified 
competition from the United States and Canada may cause a decline 
in lumber and board products exports to that market in 1981. 


The value of Finnish metal industry exports in January through 
September showed an increase of about 6 percent. Higher deliveries 
to the Soviet Union by the end of the year are expected to boost 
the total exports of this sector. 


The new Finnish-Soviet 5-year trade agreement for 1981-1985 will 
provide even greater stimulus for Finnish industry. Since over 
the term of the agreement bilateral trade should balance, the 
rising price of Soviet oil will translate directly into increased 
exports of Finnish products to the Soviet Union. The Soviets have 
taken the initiative to make up the Finns' large bilateral trade 
deficit of the past 2 years and have been on an unprecedented 
buying spree during the last half of this year. These purchases 
will show up in trade statistics over the next 2 years as the 
Soviets take delivery of these large orders. 





Growth in volume as well as rapid price increases have served 

to boost imports in 1980 by 38 percent to an estimated total 

of $16.5 billion. Crude oil and petroleum products accounted 
for about 28 percent of all imports, and crude oil imports alone 
are estimated at $3.5 billion for the year. Given the lower 
economic growth rate projected for the near future, the growth 
of imports should slow somewhat in 1981. 


The geographical distribution of Finland's foreign trade in 1980 

was as follows: EEC 37 percent, CEMA 22 percent, EFTA 21 percent 

and developing countries 11 percent. Finland's largest suppliers 
(share in parentheses) were the Soviet Union (22 percent), West 
Germany (13 percent), Sweden (12 percent), United Kingdom (8 percent), 
and United States (5.6 percent). Correspondingly, Finland's 
principal customers were Sweden (17 percent), Soviet Union (16 
percent), United Kingdom (12 percent), and France (5 percent). The 
United States ranked eighth (3.2 percent). 


BALANCE OF PAYMENTS -- GROWING DEFICIT 


Finland's trade deficit has grown rapidly during the year and by 

the end of September stood at $1.4 billion. The major bilateral 
deficits were with the Soviet Union - $900 million, Saudi Arabia - 
$400 million, and the United States, West Germany, and Japan with 
$300 million each. The largest bilateral surpluses were with Sweden 
- $400 million, Noxway - $200 million, and the United Kingdom - 

$200 million. The deficit is expected to deepen further through 


the last quarter, and the Ministry of Finance anticipates it to 
be almost $2 billion for the full year. 


Partially offsetting the trade deficit is a small surplus in the 
service account. Strong gains were registered in Finnish project 
exports to the Soviet Union and the Middle East. On the other 
hand, transportation revenue was lowered by the long maritime 
strike of last spring. Interest expenditures have also increased 
due to larger foreign borrowing. The net result is an expected 
current account deficit of $1.8 billion in 1980, equalling roughly 
3.5 percent of the country's GDP, a marked change from the $240 
million deficit in 1979 that amounted to less than 1 percent of 
the GDP. 


The deficit has been financed mainly through short-term capital 
import by banks and firms. The Bank of Finland's (central bank) 
foreign exchange reserves have increased steadily and stood at 
about $2.1 billion at the end of October. In addition, the Bank 
has stand-by credit agreements worth $1.35 billion with foreign 
banks. 


The foreign trade disequilibrium is expected to increase further 
in 1981 and Finland anticipates both trade and current account 
deficits to top $2.2 billion for the year. 





PRICES -- HIGH INFLATION 


Inflation in Finland gathered strength in 1980 after 2 years of 
modest price increases, higher oil prices providing the major 

upward pressure. It is estimated that consumer prices will 

rise by about 14 percent from December 1979 to December 1980. 
Wholesale prices in 1980 will register a 16 percent increase 

over last year. The Government has implemented previously 
authorized price controls but the effect has been rather marginal. 
Due to vigorous demand, costs in most cases have been passed on 

to the consumer. Since higher fuel prices, over which the Government 
has little or no control, are likely to remain the principal 
inflationary factor, efforts have been intensified to reach moderate 
wage settlements so as to maintain external competitiveness. 


LABOR MARKET -- FULL EMPLOYMENT 


Employment in Finland began to improve in the fall of 1979 and the 
upward trend has persisted since then. In September, the number 
of employed totalled some 2,204,000 compared with 2,140,000 a 

year ago. The number of unemployed stood at approximately 91,000 
or about 19,000 less than recorded in the same month of 1979. The 
decline in unemployment has been most pronounced in the industrialized 
south of Finland where labor supply and demand appear to be near 
equilibrium. In fact, certain sectors, e.g. housing construction 
and the metal industry, are encountering shortages of skilled 
labor. The country's unemployment rate fell to 4.5 percent by 

the fall of 1980, which for practical purposes is consistent with 
full employment, a condition which should prevail through at least 
the first half of 1981. 


GOVERNMENT ACTIONS -- CAUTIOUS RESPONSE 


The major concerns of the Government's near=term economic policy 
are the closely related problems of the pace of inflation, the 
deepening current account deficit, and the country's external 
competitiveness. In an effort to combat these problems, the Bank 
of Finland (BOF) has tightened the terms for commercial bank 
borrowing from the BOF, raised the banks' cash reserve requirements, 
and reduced the availability of BOF credits several times during 
the year. Nevertheless, the rate of credit extension has not 
declined to the extent desired by the BOF and in early November it 
issued a warning of further tightening of the money supply if 
current measures prove ineffective. 


Despite the Government's concern over the rate of inflation, the 
overall impact of its fiscal policy has been only slightly restraining 
on demand. Somewhat more effective has been the Government's 

measures to slow down excessive expansion in investment demand by 
requiring companies to make compulsory export and countercyclical 
deposits and by recommending transfers to investment reserve funds. 


The Government believes that there will be a sufficient level of 
consumption in 1981, sparked by private investments and exports to 
the East, to sustain relatively full employment without requiring 
new stimulative government policy measures. Accordingly, the 





Government's proposed budget for 1981 is a rather lean one but 
nevertheless not so lean as to have significant anti-inflationary 
impact. The Government prefers to have the Bank of Finland 
shoulder the burden of implementing anti-inflationary measures. 


IMPLICATIONS FOR THE UNITED STATES 


In terms of U.S. export sales to Finland, 1980 will be an out- 
standing year. Total two-way trade for the year is estimated to 
exceed $1,300 million with imports from the United States projected 
at approximately $925 millionc.i.f. and exports estimated at $465 
Million. These projections are extrapolated from preliminary 
January-October trade figures which showed imports from the United 
States and exports to the United States at $734.3 million and 
$354.6 million, respectively. 


In the months ahead, the value of Finnish sales to the United 
States should increase due to anticipated 1981 deliveries of 
several papermaking machines as well as the delivery of an offshore 
oil drilling rig. Volume-wise, U.S. sales conversely are expected 
to weaken somewhat in 1981; however, export value will probably 

be maintained or even increased due to the anticipated delivery 

of civil aircraft to Finland in the second and third quarters of 
1981. 


Continuing the general pattern of recent years, imports from the 
United States in 1980 were largely: ADP equipment; office machinery 


and accessories; electrical machinery and equipment; general 
industrial machinery; special industrial machinery; special 
industrial machinery; industrial scientific and medical precision 
instruments; organic chemicals; plastic materials; and motor vehicle 
parts and supplies. Major agricultural imports from the United 
States were: fruit -- fresh, dried and preserved; unmanufactured 
tobacco; oilseeds; and wheat. 


The high level of production, growth in investments, and a favorable 
exchange rate between the U.S. dollar and the Finnish mark support 

a bright outlook for U.S. sales to Finland. Among products with 

the best sales prospects in the year ahead are production process 
control equipment and instrumentation, office equipment/electronic 
computers and peripherals, electronic industry production and test 
equipment, electronic components and general O.E.M. supplies 

and equipment. In addition, strong consumer demand has created 
growing interest in U.S. textile products, leisure equipment, and 
sporting goods. 


Over the last year, the U.S. Embassy in Helsinki has cooperated with 
local dealers with U.S. product lines to mount product demonstrations 
and sales seminars. A catalog presentation featuring business 
machines and supplies held last autumn was well attended and aroused 
continuing interest in U.S. products. Currently the Embassy, in 
cooperation with the Department of Commerce, is planning a process 
control and instrumentation catalog presentation scheduled for 

April 13-14, 1981. Information on this event and other significant 
Finnish trade fairs may be obtained from the Germany/Austria/Nordic 
Branch, Office of Country Marketing, Room 1015-C, Department of 





Commerce, Washington, D.C. 20230, or directly from the Finnish 
Fair Corporation, Helsinki Fair Center, P.O. Box 24, SF-00521 
Helsinki 52, Finland. 


% U. S, GOVERNMENT PRINTING OFFICE: 1981—341-007/380 





LOOKING FOR A GOOD 


market 


research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, community, commercial, or 
economic conditions in more than 100 coun- 
tries. 

Included is all in-depth market research 
performed by Commerce's Export Develop- 
ment offices in support of the Department's 
trade promotion programs. 

About 50 reports, sent to Washington by 
U.S. Embassies and Consulates abroad, 
are received and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical information Service 
U.S. Department of Commerce 

5285 Port Royal Road, 

Springfield, Virginia 22161 

Telephone: (703) 487-4630 


or your nearest 
U.S. Department of 
Commerce District Office 


or 
International Trade Administration 
Export Communications—Room 4009 
Attn: FMR Index 

U.S. Department of Commerce 
Washington, D.C. 20230 

Telephone: (202) 377-1470 
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TRAVEL with Overseas Business Reports 
(OBRs)—60 a year—to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


trade patterns 

industry trends 

distribution channels 

transportation facilities 

trade regulations 

prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 
Take a look at the country’s 


foreign trade 

foreign investment 
finances 

economy 

basic. economic facilities 
natural resources 
population 


SEE the OBR World Trade Outlook series for a twice- 


a-year analysis of U.S. export prospects to a// major 
trading countries. 


VIEW other special reports such as: 


e Appraisal of China’s Foreign Trade Policy 

e Basic Data on the Economy of the Soviet Union 

e A Business Guide to European Common Market 

e A Guide to End Users and Research Organizations 
in Hungary 

e Quarterly statistics reports on U.S. foreign trade 


START your tour now for only $40 a year by mailing 


the coupon below. 
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